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Addition-Elle 

AE Sport & Co. 

Lingerie by Addition-Elle 
Additon-Elle Fashion Outlet 
Thyme Maternity 


‘eadquartered in Montreal, Shirmax Fashions Ltd. is Canada’s leading women’s fashion 
cialty boutique retailer in the two distinct niches of plus-size and maternity. Situated in 

or shopping malls from coast to coast, 87 plus-size stores operate under the combined 
ey Addition-Elle, A/E Sport & Co., Lingerie by/par Addition-Elle and Addition-Elle Fashion 


utlets, and 59 maternity stores carry the Thyme Maternity banner. Shirmax employs 


40 people and is publicly owned, with shares (SHX) 


d on the Toronto Stock Exchange. 


nions Ltd. 


Large 
Size Maternity Total 
British Columbia 8 Tf 15 
Alberta 10 if iM 
Saskatchewan 2 2 4 
Manitoba 3 7 os 
Ontario 31 23 54 
Québec 29 16 45 
Maritimes 4 a 6 
Total 87 59 146 


Annual Meeting of Shareholders 


The Annual meeting of shareholders of Shirmax Fashions Ltd. will be held 
at the "Delta Centre-Ville", 777 University Street, Salon St. Laurent, 
Montréal, Québec, on Tuesday June 6, 2000 at 10 :00 a.m. 


— CO 


In thousands of dollars except per share data 


Number of weeks 


Income Statement 
Sales 
EBITDA 
Earnings before income taxes 
Net earnings 
Earnings per share (E.P.S.) 
E.P.S. — fully diluted 
Return on equity 
*excluding gain on sale of Gigi 


Statement of Cash Flow 
Cash flow from operations 
Per share 
Capital expenditures 
Amortization 


Balance Sheet 

Cash and cash equivalents 
Per share 

Working capital 
Ratio 

Total assets 

Long-term debt 

Debt-to-equity ratio 

Shareholders! equity 


Weighted average 
number of shares outstanding 


Book value per share 


Number of Stores 


Plus-size 
Combo/Triples 
Single banner 
Outlet 
SUB-TOTAL 
Maternity 
Gigi 

TOTAL 


‘chyme) pwat 


Jan. 29 
2000 


ay 


142,642 
8,980 
4,071 
2,740 

0.25 
0.23 
8.1% 


7,039 

0.63 
5,531 
4,369 


10,322 
0.93 
19,593 
2.7:1 
58,643 
9,967 
0.30 
35,245 


11,091 
3.18 


SAA 


=| 


Jan. 30 
1999 


52 


136,899 
10,081 
6,032 
3,828 
0.35 
0.33 
12.5% 


7,411 
0.67 
10,553 
3,711 


8,528 
0.77 
16,867 
Zeorl 
53,829 
©) 9) 
0.29 
32,468 


11,040 
2.94 


1998 


Year ended 


Jan. 31 
1998 


53 


119,575 
11,552 
8,269 
5,435 
0.50 
0.47 
21.0% 


8,429 

0.77 
7,253 
3,140 


9,590 
0.87 
16,206 
2.8:1 
45,340 
6,000 
0.21 
28,588 


10,958 
2.61 


1997 


Jan. 25 


1997 


52 


99,918 
9,610* 
7,080* 
5,448 

0.50 
0.47 
26.8% 


7,654 

0.70 
8,280 
2,684 


12,095 
oil 
11,143 
PAO? 
38,397 
3,000 
Osli3 
23,078 


10,886 
2.11 


1996 


Jan. 27 
1996 


52 


95,838 
8,387 
6,028 
6,028 

0.56 
0.53 
41.4% 


8,346 

0.77 
2,035 
2,606 


9,107 
0.84 
7,115 
1.7:1 
28,016 


172583 


10,839 
1.62 


1995 


Quarterly 
Financial Highlights 


First Second Third Fourth 
in thousands of dollars except per share data Quarter Quarter Quarter Quarter Year 


+ a nvonencewe me! 


Year ended January 29, 2000 


Sales 29,701 37,320 36,047 39,574 142,642 
EBITDA 770 3,377 2,013 2,820 8,980 
Earnings before income taxes (368) 2,191 741 1,507 4,071 
Net earnings (190) 1,317 465 1,148 2,740 
EPS, (0.02) 0.12 0.04 0.11 0.25 


led January 30, 1999 


30,780 34,915 34,672 36,531 2 136,899) 


EBITDA 2,882 3,854 1,658 1,687 10,081 
Earnings before income taxes 2,028 2,934 695 375 6,032 
Net earnings 1,309 1,838 531 150 3,828 
E.P.S 0.12 0.17 0.04 0.02 0.35 


ended January 37, 1998 


Sales 24,015 30,544 30,696 34,320-= 119,575 
EBITDA 1,832 2,950 2,421 4,349 11,552 
Earnings before income taxes 1,106 2,206 1,644 3,313 8,269 
Net earnings 811 1,427 1,079 2,118 5,435 
EPS, 0.07 OFS 0.10 0.20 0.50 


ar ended January 25, 1997 
Sales 215032 25,647 26,199 27,040 99,918 


EBITDA 1,260 2,827 DAZ 3,371 9,610 
Earnings before income taxes e229 2,209 1,382 2,750 7,570 
Net earnings 768 1,336 901 2,443 5,448 
E.P.S. 0.07 0.12 0.09 0.22 0.50 


fear ended January 27, 1996 


Sales 20,643 26,070 23,900 25,225 95,838 
EBITDA 1372 DIYS 1,781 2,459 8,387 
Earnings before income taxes 773 225i, 1,106 1,892 6,028 
Net earnings 773 2257; 1,106 1,892 6,028 


E.P.S. 0.07 0.21 0.10 0.18 0.56 


Report to 
Shareholders 


Initiative and forward thinking are 
fundamental strengths that have made 
Shirmax Fashions a leader in fashion 
retailing. These same traits enabled us to 
embrace the opportunities and meet the 


challenges that the past year presented us. 


In what has been a stagnant fashion retail 
environment, our 1999 sales rose by 4% to 
$143 million, up from $137 million in 1998. 


Same stores sales declined by 2%, This weak | 


sales climate, combined with the cost of 
vital investments in organizational structures 
that will ensure our future vitality, together 


with the negative impact of several operating © 


issues that have now been corrected, resulted 
in a drop in net earnings to $2.7 million, 
compared with $3.8 million in 1998. Similarly, 
our earnings per share declined to $0.25 
from $0.35. } 


It was a tough year for fashion retailers. 


For some time, the fashion industry has _ 


experienced a lack of creativity. A period of 
blandness has prevailed characterized 
by uninspiring fashion trends set in color 
schemes dominated by neutral blacks 
and grays. 


On the plus side, as fashion retailers 
languished, the Canadian retail industry as a 
whole far outperformed expectations as 
consumers spending on such big ticket 
items as cars and home furnishings soared. 
However, now, based on early 2000 sales, 
there are strong indications that the trend in 
retail consumer spending is turning once 
more to fashion. 


There are other promising signs of recovery. 
For one, the markdown frenzy that followed 
the Eaton’s closure is now behind us. 
Secondly, and most encouragingly, a new 
fashion direction that spotlights bright colors 
is breathing new life into sales. 


To the great credit of everyone at Shirmax, we 
have worked diligently to ride out the storm 
and implement programs that will continue to 
provide our customers with the exceptional 
service they are accustomed to, combined with 
improved merchandise assortments that will 
lead to increased profitability, 


The following is a review of each of our 


five businesses: 


¢ Plus-size fashion retail (under the banners 
Addition-Elle, A/E Sport & Co., and Lingerie 
by Addition-Elle); : 


as Plus-size fashion outlet retail (under the 
_ Addition-Elle Fashion Outlet banner); 


e Maternity retail (under the Thyme 
Maternity banner); 


e E-commerce (under the 
thymematernity, com banner); 


_ © International licensing of the 


Thyme Maternity brand. 


REFOCUSING OUR PLUS-SIZE 

FASHION RETAIL 
Our plus-size fashion business continues to 
transform itself to meet the challenges of 
increased competition and the needs of 
evermore demanding customers. 


In 1999, this division encountered two 
major issues that had a substantial negative 
impact on its profitability. 


First, in attempting to meet the needs of 
plus-size women of all ages, we created an 
imbalance in our merchandise offering that 
lent disproportionate emphasis to younger 
styles and alienated many of our traditional 
customers. We have now refocused this 
strategic direction to cater more to the 
needs of our traditional customers, as well as 


build on the successes achieved with our 
newly found younger customers. This will 
result in servicing a broader customer base 
and will greatly increase the productivity of 


this division. 


Secondly, getting our suppliers to manufacture 
garments that incorporate the proper fit for 
plus-size customers — within an acceptable 
time frame — has been an ongoing challenge. 
Because plus-size pattern-making is a specialty 
and our manufacturers are not experts in this 
niche, we have had great difficulty achieving 
patterns that fit properly. As a permanent 
remedy to this, we have taken the aggressive 
approach of creating our own pattern-making 
department, whereby we are providing our 
suppliers with patterns made by our own pattern 
makers who have expertise in plus-sizes. As a 
result, our suppliers will now be able to give 
us consistency and well fitting merchandise 


in a timely manner. 


The increased productivity derived from having 
addressed these two costly issues: addressing 
a broader customer base, combined with the 
improved efficiency created by our new 
pattern making department, will greatly 
contribute to the company’s profitability. 


A further undertaking that will add to 
the efficiency of our operation will be the 
introduction of a new quality assurance 
program in 2000. 


ROWING THE PLUS-SIZE FASHION 
OUTLET BUSINESS 

Our Addition-Elle Fashion Outlet stores are 
attracting an entirely new clientele in search 
of quality garments at exceptional value. 
The success of our initial stores inspired us to 
accelerate the development of our outlet 
business and open four more stores in 1999. 
This brings our total number of outlet stores 


to seven — all of which benefit from choice 


locations mostly in new "power" malls. During 


the course of 2000, we expect to open another 
15 stores. Given the strong performance to 
date of our existing outlet stores, we expect 
this will become a very profitable business 


for Shirmax. 


THYME MATERNITY: A GLOBAL BRAND 
Our Thyme Maternity division continues to 


dominate its niche markets in Canada. 


The innovative thinking that dared to create 
the fashion-first concept that is the foundation 
of our Thyme Maternity brand continues to 
manifest itself in new avenues for sales growth 
and global retailing. Our first international 
licensing agreement was signed with Saudi 
Arabia where the first store opened in 1999. 
Since then we have concluded two additional 
licensing agreements in Singapore and Israel. 
Two stores are already in operation in Singapore 
and six stores in Israel, with plans for further 
expansion. We hope to extend our licensing 
into Europe for next year. E-commerce sales 
are also growing as Thyme Maternity’s 
fashionable look catches on outside Canada, 
particularly in the U.S. To increase our visibility 
on the Web, we are now negotiating strategic 
alliances with e-commerce partners whose 
business complements ours. Within the near 
future, we expect to have some deals in 
place which will contribute to make this 


initiative a viable business. 


Our international licensing and e-commerce 
divisions are still in their infancy and not 
yet profitable. Their steady growth has 
convinced us that the initial investments that 
their development requires will pay off in 
increased sales and buying power which in 
the future, will create better value for all our 


customers and increase profitability. 


THE TECHNOLOGY FACTOR 


Successful retailers have always been known 


for their proficiency in buying, selling and 
marketing. In today’s retail environment, 
it must be now Buying, Selling, Marketing 
and Technology. 


Recognizing the vital importance of technology, 
Shirmax has undertaken a number of major 
initiatives in this area. 


For example Shirmax’s ingrained knowledge 
of the maternity and plus-size niches it 
dominates will soon be augmented by a 
new $2.5 million point-of-sales system. The 
new system, slated for roll-out in our stores 
in early summer of 2000, will speed up 
transaction processing for customers, and at 
the same time, provide us with the in-depth 
information we need to continuously improve 


Our service and product offering. 


In addition, we have acquired a new 
$2 million integrated merchandise planning, 
merchandise management and automated 
centralized warehouse management system. 
This new system will ensure that we better 
match selection to the needs of each stores 
clientele by improving our ability to have the 
right goods, in the right store, at the right 
time and significantly increase productivity. 
The system will be implemented over a 
two-year-period, starting later in 2000. 


LOOKING AHEAD 

Shirmax’s steady expansion is being 
actively sustained by a strengthening of our 
management team and the deVelopment of 
new tools to help us realize our vision for all 
our businesses. Over the past five years, we 
have already committed some $37.0 million 
to preserve our industry leadership, through 
construction of new stores, renovation of 
existing ones, as well as other important 


capital investments. 


Our growing network of international 
distributors and the expansion of our internet 
presence will broaden our business horizons, 
contribute to higher domestic and international 


sales and increase our long term profit potential. 


Despite the difficulties of fashion retailing 
over the past year, we have continued to 
move forward with aggressive, growth- 
oriented strategies. Moreover, the initiatives 
we have already taken, and will continue 
to take in 2000, are supported by a strong 
balance sheet and excellent working capital 


and debt-to-equity ratios. 


Most importantly, these initiatives are backed 
by the expertise and full commitment of our 
people who have repeatedly shown that 
Shirmax has what it takes to overcome adversity 
and emerge a winner. | am exceptionally proud 
of the efforts of our entire team and | sincerely 
thank them for their ongoing dedication to 


our collective success. 


As fashion retailing regains its prominence in 
consumer spending, the tangible benefits of 
our ongoing initiatives — for shareholder and 
customer alike — will become evident. In the 
meantime, we will do what we do best: seek 
out new opportunities and go beyond the 
borders of conventional thinking. That’s the 
Shirmax way. Constantly questioning how 
we can better serve our customers. How we 
can grow our sales, improve productivity 
and increase profits. Testing ideas. Finding 


answers. Demonstrating bold initiative. 


Wex fos 


Max Konigsberg 
President and Chief Executive Officer 


Management's 
Discussion and Analysis 


OVERVIEW 
Although Canadian retail sales increased by 6.4% in 1999 as consumers regained confidence, 


spending was concentrated on high-ticket durable goods. Women’s fashion specialty retailers 


did not participate in last year’s growth, and their sales increase was limited to 1.9%. This 
shift in consumer spending is mainly attributable to the lack of fashion direction experienced 
during the past few seasons. This impacted Shirmax’s sales and net earnings (see 
Consolidated Statement of Earnings below). 


At year-end, the Company operated 146 stores: 80 were under the banners Addition-Elle, 
AIE Sport & Co. and Lingerie by Addition-Elle, 7 were Addition-Elle outlet stores and 59 were 
Thyme Maternity stores. 


CONSOLIDATED STATEMENT OF EARNINGS 

Shirmax’s consolidated sales for the year ended January 29, 2000 (1999) totalled $142.6 million, 
up 4.2% over the $136.9 million reported for the year ended January 30, 1999 (1998). 
Comparable store sales were down 2.1%. 


Cost of sales and expenses (excluding amortization and interest) amounted to $133.7 million 
or 93.7% of 1999 sales, versus $126.8 million or 92.6% of 1998 sales. An increase of 1.1% 
in gross margins was more than offset by increases in operating expenses as occupancy costs 
increased and we invested in the structures required to support our operations. 


Capital expenditures of $5.5 million in 1999 caused amortization expense to increase to 
$4.4 million, up from $3.7 million in 1998. 


The Company’s capital expenditure program is financed in part through long-term debt 
and capital leases. Financing costs are reflected in interest on long-term debt ($142,000 in 
1999 versus $215,000 in 1998), and interest on obligations under capital leases ($123,000 
in 1999 versus $18,000 in 1998). 


Other interest of $328,000 in 1999 — compared with $123,000 in 1998 — reflects the cost of 
financing increased inventories and operating costs. 


The effective income tax rate decreased to 32.7% in 1999 from 36.5% in 1998, resulting in 
net earnings of $2.7 million in 1999 ($0.25 per share), compared with $3.8 million in 1998 


($0.35 per share). We achieved a 8.1% return on equity for 1999 compared with 12.5% the 
previous year. 


CONSOLIDATED STATEMENT OF CASH FLOWS 

The 1999 net earnings generated a cash flow from operations of $7.0 million ($0.63 per 
share), compared with $7.4 million ($0.67 per share) in 1998. Of this amount, $1.1 million 
was applied to working capital this year, versus $2.0 million the previous one. 


The Company invested $5.5 million in fixed assets in 1999 compared with $10.6 million in 1998. 
This investment was largely due to the opening of one Addition-Elle store, four Addition-Elle 
outlets, and three Thyme Maternity stores. This capital expenditure was financed in part by 
capital leases amounting to $1.2 million. 


CONSOLIDATED BALANCE SHEET 
Total assets were valued at $58.6 million as of January 29, 2000, up $5.1 million from the 
$53.5 million reported at January 30, 1999. 


Cash and cash equivalents of $10.3 million at January 29, 2000 showed an increase of 
$1.8 million, compared with $8.5 million at January 30, 1999. 


At year-end, inventories of $19.1 million were up 17.1 % ($2.7 million) over the 1998 figure 
of $16.4 million. This increase in inventories is mostly attributable to the growth in the number 


of stores and the resulting additional square footage. 


Capital expenditures of $5.5 million, net of depreciation and disposals, resulted in fixed assets 


increasing $0.9 million to $27.5 million, up from $26.6 million in 1998. 


Current liabilities rose by $1.5 million to $11.5 million in 1999, compared with $10.0 million 


in 1998. This was mostly due to an increase in inventories. 


1995 
1996 
1997 
1998 
1999 Fie 
1995 
1996 
1997 
1998 


SALES EBITDA 
(in millions of dollars) (in millions of dollars) 


(excluding Gigi) 
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NET EARNINGS 


(in millions of dollars) 


1999 


Obligations under capital leases, including the current portion thereof, increased by $0.8 million. 
This represents an inflow of $1.1 million, partly offset by repayments of $0.3 million. 


As a result, total liabilities increased by $2.4 million to $23.4 million in 1999, up from 
$21.0 million in 1998. 


The Company’s working capital ratio climbed to 2.7:1 this year from 2.6:1 last year, as working 
capital increased $2.7 million to $19.6 million in 1999, compared with $16.9 million in 1998. 


Shareholders’ equity reached $35.2 million at the end of 1999, up $2.7 million from $32.5 million 
in 1998, and reflecting the impact of net earnings for the year. The 1999 net book value per 
share increased 8.2% to $3.18 per share, compared with $2.94 per share in 1998. 


RISK FACTORS 

The business of the Company is not dependent on any single customer or supplier. Nor does 
it rely on just a few customers or suppliers. Moreover, Shirmax is not subject to seasonal 
fluctuations. Approximately 48% of its sales are generated in the first half of the year, while 
52% are made in the second half. 


Nevertheless, fashion direction and consumer tastes can change rapidly. Despite Shirmax’s 
best efforts in the creation and selection of merchandise, there can be no assurance that it will 
continuously select those styles which consumers, at any particular time, will wish to purchase. 


OUTLOOK 
With a strong balance sheet, a working capital ratio of 2.7:1 and a debt-to-equity ratio 
of 0.30:1, Shirmax is well positioned to take advantage of future growth opportunities. 
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Consolidated 


Balance Sheet 


As at January 29, 2000 


ASSETS 

Current 
Cash 
Short-term investment (note 3) 
Sundry receivables 
Inventory 
Income taxes recoverable 
Prepaid expenses 


Deferred Income Taxes 
Fixed Assets (note 4) 


LIABILITIES 
Current 
Bank indebtedness (note 5) 
Accounts payable and accrued liabilities 
Current portion of obligations under capital leases 


Long-Term Debt (note 6) 
Obligations Under Capital Leases (note 7) 
Deferred Lease Inducements 


Commitments and Contingency (note 8) 


SHAREHOLDERS’ EQUITY 
Capital Stock (note 9) 
Contributed Surplus 
Retained Earnings 


See accompanying notes 


Approved on Behalf of the Board: 


Wax finns 


Director 
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$ 


2000 


1,363,880 
9,500,000 
296,566 
19,145,627 
503,078 
242,514 


31,051,665 


132,500 
27,459,110 


58,643,275 


542,200 
10,452,198 
464,227 


11,458,625 
8,000,000 


1,966,859 
1,972,880 


23,398,364 


13,216,843 
1,672,726 
20,355,342 


35,244,911 


58,643,275 


$ 


$ 


1999 


1,168,227 
7,989,360 
236,758 
16,351,482 
672,826 
411,839 


26,830,492 


36,500 
26,606,529 


33/47 3,o24 


629,344 
9,065,910 
267,652 


9,962,906 


8,000,000 
1,358,787 
1,683,948 


21,005,641 


13,171,774 
6727726 
17,623,380 


32,467,880 


23;473;,524 


bed Hedy, 


Director 


Consolidated 


Statement of Earnings and Retained Earnings 


For the year ended January 29, 2000 


Sales 


Expenses 

Cost of sales and expenses except for the following: 
Amortization 
Interest on long-term debt 
Interest on obligations under capital leases 
Other interest 
Interest income 


Earnings Before Income Taxes 


Income taxes (note 10) 
Current 
Deferred 


Net Earnings 
Retained Earnings - Beginning of Year 


Excess of purchase price over stated capital of common 
shares repurchased for cancellation (note 9) 


Retained Earnings - End of Year 
Earnings Per Share 


Fully Diluted Earnings Per Share 


See accompanying notes 


2000 1999 


$ 142,641,498 $ 136,899,124 


133,660,571 126,817,958 
4,369,273 S71 AAZ 
142,044 21D 102 
123,285 18,363 
328,155 122,818 
(52,548) (18,703) 
138,570,780 130,866,680 
4,070,718 6,032,444 
1,426,000 2,172,000 
(96,000) 32,500 
1,330,000 2,204,500 
2,740,718 3,827,944 
17,623,380 13,795,436 
8,756 - 


$ 


20,355,342 $ 17,623,380 
$0.25 $0.35 


$0.23 $0.33 
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Consolidated | 


Statement of Cash Flows 


For the year ended January 29, 2000 2000 1999 
Funds Provided (Used) - 
Operating Activities 
Net earnings $ 2,740,718 $ 3,827,944 
Amortization 4,369,273 3,711,142 
Loss on disposal of fixed assets 309,657 119,631 
Amortization of deferred lease inducements (283,753) (279,808) 
Deferred income taxes (96,000) 32,500 
7,039,895 7,411,409 
Changes in non-cash operating elements 
of working capital (1,128,592) (1,991,716) 
5,911,303 5,419,693 
Financing Activities 
Proceeds of long-term debt 8,000,000 8,000,000 
Repayment of long-term debt (8,000,000) (6,000,000) 
Repayment of obligations under capital leases (324,270) (73,009) 
Repurchase of capital stock (22,994) - 
Issue of capital stock 59,307 217030 
Deferred lease inducements 572,685 392,620 
284,728 2,371,441 
Investing Activity 
Purchase of fixed assets (excluding capital leases) (4,402,594) (8,853,130) 
Increase (Decrease) in Cash and Cash Equivalents 1,793,437 (1,061,996) 
Cash and Cash Equivalents 
Beginning of Year 8,528,243 SP SEO) 23) 
End of Year $ 10,321,680 $ 8,528,243 


Cash and cash equivalents are represented by cash, short-term investment and bank indebtedness. 


See accompanying notes 
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Notes 
to Consolidated Financial Statements 


January 29, 2000 


1. Nature of Business 


The Company operates a retail chain of maternity and plus-size ladies' wear stores located in major markets 
throughout Canada. 


2. Summary of Significant Accounting Policies 


Basis of Consolidation 
The consolidated financial statements include the accounts of the Company and its subsidiary companies. 
On consolidation, all intercompany transactions and balances have been eliminated. 


Fiscal Year End 
The Company's fiscal year ends on the last Saturday of January. 


Inventory 
Inventory is valued, using the retail inventory method, at the lower of cost and net realizable value less normal 
profit margins. 


Amortization 
Annual amortization rates adopted by the Company on the straight-line method are as follows - 


Furniture and fixtures ten years 
Equipment five years 
Leasehold improvements ten years 


Deferred Income Taxes 

Income taxes are provided for all items included in the statement of earnings regardless of the period when such 
items are reported for income tax purposes. No adjustment is made to deferred income tax accounts for changes 
in income tax rates. 


Use of Estimates 

In preparing the Company's financial statements, management is required to make estimates and assumptions 
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the 
date of the financial statements and reported amounts of revenues and expenses during the period. Actual results 
may differ from these estimates. 


Store Opening Expenses 
Store opening expenses are charged against operations as incurred. 


Deferred Lease Inducements 
Deferred lease inducements represent rent reductions and other lease incentives which are amortized on a straight-line 


basis over the term of the lease. 


Earnings Per Share 
Earnings per share have been calculated using the weighted average number of shares outstanding during the 


respective periods. Fully diluted earnings per share reflect the dilutive impact of the exercise of options under the 
share option plan, as if such events had occurred at the beginning of the year, or the date granted, if later. 


3. Short-Term Investment 


The short-term investment bears interest at 4.25% and matured January 31, 2000. 
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Notes 
to Consolidated Financial Statements 


4. Fixed Assets 


2000 1999 

Accumulated Net Carrying Net Carrying 

Cost Amortization Amount Amount 

Furniture and fixtures $ 15,610,579 $ 8,954,113 $ 6,656,466 $ 6,938,776 

Equipment 9,114,681 7,302,825 1,811,856 1,744,990 

Leasehold improvements DONO S299 12,520,527 16,584,777 16,328,552 
Assets Under Capital Leases: 

Furniture and fixtures 546,810 56,788 490,022 309,731 

Equipment 259,052 74,265 184,767 203,292 

Leasehold improvements OA 23.6 190,014 1,731,222 1,081,188 


$ 56,557,637  ~$ 29,098,527 ~$° 727,459,110) $9 26,606/529 


5. Bank Advances, Letters of Credit and Long-Term Debt 


The Company has a $8,000,000 credit facility with its principal banker, which consists of a demand operating line 
of credit, bearing interest at prime, letters of credit and letters of guarantees, to a maximum of $2,500,000. The 
facility is subject to review a minimum of once a year. The terms of the banking agreement require the Company 
to meet certain financial covenants. The Company is in compliance with all covenants. 


As security for any bank advances, letters of credit, letters of guarantees and long-term debt, the Company has 
pledged its book debts, inventory and substantially all of its fixed assets. 


In addition, the Company has a $5,500,000 unsecured letter of credit facility with another financial institution. 


6. Long-Term Debt 


Long-term debt is comprised of a committed 364 day facility revolving throughout to February 1, 2001, for a 
maximum amount of $8,000,000, bearing interest at prime plus 1/4% , convertible, to a maximum of 
$6,000,000, into a non-revolving, reducing term credit facility bearing interest at prime plus 1/2%, repayable over 
the ensuing three years in equal semi-annual instalments. The revolving facility can be extended by the Company 
for one year with the bank's permission. 


7. Obligations Under Capital Leases 


Future minimum lease payments required under capital leases which expire at various dates to 2005 are 
approximately as follows: 


2000 1999 
2000 $ - § 365,000 
2001 621,000 375,000 
2002 621,000 375,000 
2003 621,000 375,000 
2004 656,000 460,000 
2005; a 326,000 2 
Amount representing interest 2,845,000 1,950,000 
(between 6.50% and 7.25%) (414,000) (324,000) 


$ 2,431,000 $ 1,626,000 


nr 
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8. Commitments and Contingency 


The aggregate minimum rentals (exclusive of other occupancy charges and additional rentals based on a 
percentage of sales) for leases in effect as at March 24, 2000 are approximately as follows: 


2001 $ 16,486,000 
2002 16,938,000 
2003 15,933,000 
2004 14,703,000 
2005 13,802,000 
2006 - onwards 39,554,000 


$ 117,416,000 
Fe es te eee 


The Company has guaranteed future minimum operating lease payments of a former operation as follows: 


2001 $ 459,000 
2002 185,000 
2003 92,000 
2004 46,000 

$ 782,000 


The Company has outstanding letters of credit in the amount of approximately $1,200,000 US. 


9. Capital Stock 


2000 1999 
Authorized without limit as to number — a aie Sad caer 
Non-voting first preferred shares, issuable in series 
common shares 
Issued - 
11,139,577 (1999 - 11,060,877) common shares $ 13,216,843 $ 13,171,774 


On May 6, 1999, options were granted to certain directors, management and employees to purchase 243,000 
common shares for $2.01 per share. The options expire in June 30, 2009. 


As at January 29, 2000, options to purchase 893,600 common shares at option prices varying between $0.61 and 
$4.00 per share are outstanding. The options expire from September 2000 to June 2009. 


During the year, options were exercised to purchase 90,700 (1999 - 43,000) common shares at prices varying 
between $0.61 and $1.75 per share for cash consideration of approximately $59,000 (1999 - $52,000). 


During the course of the year, the Company repurchased and cancelled 12,000 shares having a stated value of 
$1.18 for cash consideration of approximately $23,000. The excess of purchase price over stated capital has been 
charged against retained earnings. 


The change in options outstanding during the year is summarized as follows: 


Number Average 

of options exercise price 

Balance - Beginning of Year 778,900 $ 1.49 
Issued 243,000 2.01 
Exercised (90,700) 0.64 
Cancelled (37,600) - 
Balance - End of Year 893,600 §$ 1.42 


C—O 
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10. Income Taxes 


The Company's effective tax rates are determined as follows: 


2000 1999 
Statutory combined basic federal and provincial taxes 40.64% 41.53% 
Previously unrecognized income tax benefits (7.97) (4.99) 

32.67% 36.54% 


As at January 29, 2000, the Company had recorded amortization of approximately $1,230,000 in excess of that 
claimed for tax purposes; this may be utilized to reduce income tax in future years. The possible income tax 
benefits of this matter has not been recognized in the accounts. 


11. Financial Instruments 


Fair Value 
Cash, short-term investment, sundry receivables, accounts payable and accrued liabilities, are all short-term in 
nature and as such, their carrying values approximate fair values. 


The estimated fair value of long-term debt and obligations under capital leases based upon discounted future 
cash flows using the current market rate for similar long-term loans approximate their carrying value. 


12. Statement of Cash Flows Information 


Additional cash flow information is approximately as follows: 


2000 1999 
Interest paid $ 593,000 $ 356,000 
Income taxes paid 1,256,000 3,801,000 


During the year, the Company acquired fixed assets under capital leases having a cost of approximately 
$1,128,000 (1999 - $1,700,000). 


13. Uncertainty Due to the Year 2000 Issue 


The Year 2000 issue arises because many computerized systems use two digits rather than four to identify a year. 
Date-sensitive systems may recognize the year 2000 as 1900 or some other date, resulting in errors when information 
using year 2000 dates is processed. In addition, similar problems may arise in some systems which use certain 
dates in 1999 to represent something other than a date. Although the change in date has occurred, it is not possible 
to conclude that all aspects of the Year 2000 issue that may affect the entity, including those related to customers, 
suppliers, or other third parties, have been fully resolved. 
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Management 
Report 


The consolidated financial statements for the fiscal years ended January 29, 2000 and January 30, 1999, were completed by 
the management of Shirmax Fashions Ltd., reviewed by the Audit Committee and approved by the Board of Directors. They 


were prepared in accordance with accounting principles generally accepted in Canada. 


The Company and its subsidiaries maintain high quality systems of internal controls. Such systems are designed to provide 
reasonable assurance that the financial information is accurate and reliable. The information included in this Annual Report 


is consistent with the consolidated financial statements contained herein. 


The consolidated financial statements for the years ended January 29, 2000 and January 30, 1999 have been audited by 


Richter, Usher and Vineberg, the company's auditors, whose report is provided below. 


Montréal, Québec 
March 24, 2000 


Ulex five Sober page Og — 


ref 
. ca 
Max Konigsberg Jacques Landry, CA 
Chairman of the Board, Executive Vice-President Finance 
President and Chief Executive Officer & Secretary 


Auditors’ 
Report to the Shareholders 


We have audited the consolidated balance sheets of Shirmax Fashions Ltd. - Modes Shirmax Ltée as at January 29, 2000 
and January 30, 1999 and the consolidated statements of earnings, retained earnings and cash flows for each of the years 
then ended. These financial statements are the responsibility of the Company's management. Our responsibility is to 


express an opinion on these financial statements based on our audit. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan 
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. 

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as 


evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial positions of the 


Company as at January 29, 2000 and January 30, 1999 and the results of its operations and its cash flows for each of the 


years then ended in accordance with generally accepted accounting principles. 


ec Ce en Aa e—, 


General Partnership 
Chartered Accountants 


Montréal, Québec 
March 24, 2000 
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Max Konigsberg * 
Chairman of the Board, President 
and Chief Executive Officer 


Alexander Konigsberg, Q.C. 
Partner, Lapointe Rosenstein 


David Melnik, Q.C.* 
Independent Business Consultant 


Jacques Landry, CA 
Executive Vice-President Finance 
and Secretary 


Michel Zelnik 

Senior Consulting Advisor, 
Chemical Venture Partners 
(Merchant Banker) 


Paul S. Echenberg* 

President Chief Executive Officer, 
Schroders & Associates Canada Inc. 
(Merchant Banker) 


*Member of the Audit Committee 


Max Konigsberg 
Chairman of the Board, President 
and Chief Executive Officer 


Jacques Landry, CA 
Executive Vice-President Finance 
& Secretary 


Serge Lanthier, CA 
Treasurer and Comptroller 


Louise Tanguay-Papp 
Vice-President, General 

Merchandise Manager, Addition-Elle, 
Shirmax Retail Ltd. 


Howard Feinberg 

Vice-President, General 
Merchandise Manager, Maternity, 
Shirmax Retail Ltd. 


David Julius, Ph.D. 
Vice-President, Logistics and 
Technology, Shirmax Retail Ltd. 


Walter Lamothe 
Executive Vice-President, 
Operations, Shirmax Retail Ltd. 
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3901 Jarry Street East 
Montréal, Québec 
H1Z 2G1 


http://www.thymematernity.com 
http://www.addition-elle.com 


Richter, Usher & Vineberg 
Chartered Accountants 


The Toronto Stock Exchange 


CIBC Mellon 
http://www.cibcmellon.ca 


Lapointe Rosenstein 


The Bank of Montréal 
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